
JUN152009

1
2
3
4
S
6
7
8
9

10
11
12
13
14
IS
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

34

35

36

FEDERAL ELECTION COMMISSION
999 B Street, NW

Washington, DC 20463

FIRST GENERAL COUNSEL'S REPORT

COMPLAINANT:

RESPONDENTS:

RELEVANT STATUTES
AND REGULATIONS:

INTERNAL REPORTS CHECKED:

FEDERAL AGENCIES

L INTRODUCTION

MUR 6154
DATE COMPLAINT FILED 12/30/08
DATEOFNOTEFICATION 1/07/09 and
5/28/09
LAST RESPONSE RECEIVED 3/19/09
DATE ACTIVATED 4/1/09

11
STATUTE OF LIMITATIONS

prospective CODIpiaillt

000110 C8rf*iMV^1iiH>ft6 for a Better
Mi

for Senate'08 and Rodney Axtell,
1U Dlai ^MlDfilsU GIDeiC&^Bî F lav DBsUDsTBF

NormColeman

2USC {439ft
11CFR §1131(gXl)

Disclosure Reports

None

The OnnplajntaUeges that fbnner Minnesota US Senator Noun Coleman and

1m principal campaign coniniittee, rV?^ffiT|>n for Senate '08 «™i Rodney AxteU, in his

official capacity as treasurer, ("flic Committee") (collectively, "Respondents") are

improperly using campaign funds lor personal use to pay for Coleman's legal fees

Noun OOHOHI fiw u S Suite WM nutiuly nottfiod of nu ***"»I»M*"*I_ md flMt
Mndi 19t 2009 Howow, Moorami to ™H/i>tf win BBB OnininiiiHii^ Nonn CONDOM ftf U S

i> «f f^mmuttimt tm MaM* \Ag MM

1 Colemn for Saute WonMiy 28, 2009 In xMpoaM.Ookmni for Senate *08
or Nonn Gownou ftr U S S0nte
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1 stemming fami a civil suit mTexM and a sharehold '̂o^^

2 Kazemmylawsmts^tiiat allege that tmanav

3 $75,000 to Coleman IfanmgliKazemmy's company and the en^loyer of Coleman's

4 wife

5 In response, Coleman and the Committee, in separate but iieariy identical

6 ^ffMmfm a«Mi+ that tfi« CnffmrnMimt AtmM HIMMM tha complaint haeaiMa, iwitrary to

7 the allegations, Respondents have not yet paid any of the legal fees anung torn the need

8 to momtor and respond to the Kazennnylawiuiti Respondents emphasiTe that they are

9 seeking an Advisory Opinion n>om the Conimissionu to wheom they can spend

10 ciinniign funds on these legal fees before paying any of the fees with campaign funds

11 Baaed upon the complaint, the respoiises, and clher available mfi^rniJttion, we

12 rBPflififimid that the Cnmmi||f|oin fin^ no reason to believe ***** Noun Colcmap,

13 for Senate '08, and Rodney Axtell,in hit official upai^ as treasurer, converted

14 campaign funds toperaonal use ui violation of 2 USC §439a(b)

15 IL FACTUAL ANP LEGAL ANALYSIS
16
17 A. Factual Backgroud
18
19 On October 30, 2008, PaulMcKim, the founder and CEO of Deep Nfarme

20 Technologies, Inc (^MT ,̂ filed a lawsurtrnHairn County

21

22 agreement with Hays Insunmce, a Mmnesota 111̂ ^

23 money to Senator Norm Coleman through his wife Laune Coleman, a Hays employee

24 &*McKunPlamtiflT a Ongmal Petition CTetition ,̂ attached to the Oimplamt The

25 McKmi Petition claims that KazemmytoUMcKim and DMT'sCFOu^ he wanted to
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1 "find a way to get money ID United States Senator Nero Coleman of Minnesota and

2 wanted to utilize DMT m the process," and that KazemmymfonnedMcKim that he

3 "would nuke nice there was paperwork to make tt appear aa though oie payments were

4 mademconnecaonwimlegitmiatetnnaactiona the payments cculd be made to Hays

5 for insurance " Id at 10-11 TheMcKun Petition alleges mat Kazeminy arranged for

6 Hayff tff frfft f eptMPiHiim •greetnent witfiPMTaiMl enemadMeKim into mricmg thme

7

8 butMcKimaateftimatHayiperfbnnedDoaeiviceife

9 broker inauiance in Texas /of at 11-12 A related shareholder'adenvative suit was filed

10 in the Delaware Chancery Court on November 3, 2008, mafang similar allegations

11 Colenian and his wife are not defendants meimerlawsmt, but ^^

12 icleases to addiesi me allegations, and he has hurd attorneys to m^^

13 prepare to respond

14 Coleman's campaign asserted to the media that the allegations in the Kazeminy

15 lawsuits were baseless and politically motivated Coleman's campaign maiiager Luke

16 Friednch reportedly stated mat *^w]emtend to have any legal fees related to what we

17 bdieve to be a pohb(^yuispu^ legal action to be covered by the

18 campaign We will be seeking me necessary approvals at the p

19 tms is oV>nemstnctacccix]ancewim all appropriate 1^

20 and Paul McEnroe, MColeman Will Use Campaign Funds to Pay Legal Fees" on

21 StarTribune com, fizstpubhahed December 17, 2008, attached to the Complaint See also

22 DaveOmck.'TBIReviewmgAUegancrornvolvi^

23 on TwinCmes com, first pubhshed on December 19, 2008, attached to the Conmlamt
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1 Colemm and me Committee icprea

2 fimdi hive been spent on the legal fees related to the Kazeminy lawsuits Responses at 1

3 Coleman wrote to the Commission seekmg guidance u to whether he could spe^

4 campaign funds on the legal fees at issue, his request WM circulated to the Qrnimission

5 onMay 12,2009, aiiducninwitiyiiiiderco^

6 CAOR") 2009-12 (Coleman), scheduled for me June 25,2009, CommissKm open

7 session2 Coleman has represented mAOR 2009-12 that he ho tar^

8 &Wolter, a Minneapolis law mill, to represent him m

9 the finn has not yet been paid 3 SwAOR at l,m 1 Coleman for Senate's disclosure

10 reports to the Commission covering the penodJamia^

11 disclose no disbursementB to Kelley ft Wolter

12 B. Legal Awdysis

13 The Federal Election Campaign Act of 1971, is amended, ("the AcQ provides

14 mat oogtnbunons accepted by a candxiate may be used by the c^

15 necessaiy expenses incurred m connection wim ditties of tte

16 officeholder 2USC §439a(aX2) Such campaign funds, however, shall not be

17 converted to personal utew by any person 2USC {439a(bXl) "Personal use" is

18 defined as the use of campaign muds of a presem or fonner candidate "to fulfill any

19 commitment, obhgation or expense of a person that would exist irrespective of me

sT§BBHMH|y bwimti, AOR 2009-12 toco ippravu to ipcud ctmpn|n fimdi nhted to mmpte ooniilBiB

on StaThbune eon, fbttpidiliihedDaoeiiiwl7.2008biiiMhBdlD
IBB GoBipluDt Too AOR don not nojunl •pprovu to UM cuopu|D IUDOB to psy LUEW OOMDBQ s Isapl
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1 candidate's election or individual duties as a holder of Federal office n

2 2USC J439t(bX2) The Act itemizes uses of campaign fbnds that are

3 jvpenonaluse, nich M home mortgage, not, or ubhty payments, clothing purchases,

4 vacation or other noncampaigD-ielated trips, housetop

5 S~id

6 By contn^ the ComimssianwiU analyze on a case-by-case b^

7 of campaign account fimdsfbr the payment of legal expenses constitutes penonal use

8 tellCFR § 113 IfeXlXuXA) Expense! which the candidate can reasonably

9 HiMfimMttate HMilf ftnm Mmnpaigpi nr JifBerfioMgr Aih«i will tint he mn«iH«

10 use SM Final Rule and Explanation and Justificaticii, Penonal Use of Campaign Funds,

11 60 Fed Reg 7862, 7867 (Feb 9, 1995) ("Pencil Use EAT) The Commi

12 coiiphidpd 1hnt tfag usft 5?f ftatlipaigi

13 penonal use when the legal proceedings involve aUegatioiisd^iectly relating to the

14 rrWFi"H>»>« «mip"iflF> "•• **«• M • feH<Mi nffirrfioiHur See, e g f Advisory Opinions

15 2008-7 (Vitter) and 2006-35 (Kotee) Legal feet anderpensea, however, "will not be

16 treated u though they are campaign or officeholder related merely because the

17 yti^tiriymfl pr^^^frpflp Imim •nmr impffft 1TH <V Mmr^lflP ^T ̂ ffirrUhftMfT*ff ffhlfilff *

18 Penonal Use E&J at 7868 To demonstrate flnsdistirK^on,̂ Q>mmissioniMtedt̂

19 legal expenses associated with a divorce or charge of dnving while undertime influence

20 of alcohol will be treated as penonal, rather than campaign or officeholder related" Id,

21 similarly. |

22 |

23 I



MUR 61 54 (Noon Cotamn)
Pint Genenl Counters Report

-6-

1 mxespoiise to the Complaint's allegation thrt

2 for legal foes would constitute personal use aiulmusvw^

3 tifnphaiHTff *fc"t no **-attipiiffn finds hsve been flKMmted to pay for die lent services

4 referenced m the complaint, and tiiitC^lemsnsnd the O)nmiitteesre "awaiting

5 confirmation from the Commission mat canipaign funds may be used for such purposes'

6 Set Responses at l.McatoAQR 2009-12 (Coleman) The Committee's disclosure

7 reports confirm that no cainpsignfonds hive been so spen^

8 Therefore, at thutmie there appesfl to be no possible conversion of c^^

9 personal use in violation of 2USC }439a(bXl)

10 Based on the foregoing, we recommend that the Commission find no reason to

11 believe that Norm Coleman, Coleman for Senate '08, and Rodney A Axtell,m his

12 official capacity astreasurar.violatedlUSC §439a(b) by converting campaign nmds

13 to personal use

14 m. RECOMMENDATIONS

15 1 Find no reason to believe that Norm Coleman, Coleman for Senate
16 and Rodney A Axtell,mhu official capacity as treasurer, violated
17 2USC §439a(b)
18
19 2 Approve die sttachftd Factual w& Tj^gfll Analysis
20
21 3 Approve the appropriate letters
22
23
24
25
26
27
28
29
30
31



MUR61S4(Ndnn
FmtGeaenl CounMTi Report

CD

N1

CO

O
O

1 4 Close the file
2
3
4
S

7 & ( lS*( 8?
8 Date
9

10
11
12
13
14
IS
16
17
18
19
20
21
22
23
24
25 1
26
27
28

TtanaieniaP Duncan
General Counsel

AttfT/ CL^jL
.̂ ^^ f̂ ^^JffJn^^^^^^ Jf " '

BY 'Stephen (Sun f \
Deputy Associite Genenl Couniel
for Enforcement

fl/I^^JLLJllA
M«k Allen
A tin ifp1* General Off™"^!

ttl Jftl ^irffilA^W
AnHn HflM^fMuinv

Attorney

i


